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INTRODUCTION BY THE EDITOR 


Systematic unemployment relief is now on the agenda of a 
score of state legislatures. Miss Mary B. Gilson seems pecul- 
iarly qualified to present the case for unemployment insur- 
ance because of her unique combination of wide experience 
in industry and authorship of the most comprehensive study 
of British experience in this field. 

This is the third of a series of Public Policy Pamphlets 
which the University of Chicago is publishing. Frequently 
the scholarly journals give no attention at all to problems that 
have an acute but temporary interest, while the ordinary 
magazines can print little pyre crab apnoea Uni- 


seni s 


1 series will, 


I, WHY ADOPT UNEMPLOYMENT INSURANCE? 


In a recent number of a magazine widely circulated among 
tmployers a prominent counsel of the largest manufacturers’ 
organization in the United States said, “All the testimony of 
European authority is to the effect that unemployment insur- 
ince does not cure unemployment.’ The absurdity of such a 
jtatement is as glaring as a similar statement concerning old 
ige and old age pensions would be. No thinking person re- 
ards old age pensions as a cure for old age nor widows’ pen- 
ions as a way of bringing back dead husbands nor life insur- 
ince as a means of preventing death. It is just as fallacious to 
nold that unemployment insurance should cure unemploy- 
ment. It never was devised for that purpose. It is frankly a 
measure devised primarily to relieve the suffering caused by 
the devastations of unemployment. And, it should be added, 
tven the best of all possible measures can relieve only a part 
of this suffering. There is still an enormous toll taken from 
‘ociety in the form of undernourished, diseased bodies, sick 
minds, disrupted families, vagabondage, begging, crime, 
wered standards of working conditions, bitterness engen- 
ered by continuous suffering, and many other evils due to 
he breakdown of our economic machine many parts of which 
riginated in the “one hoss shay” we used in a former and 
impler age and did not scrap as we scrap the parts of physical 
achines when they are out of date. 

It goes without saying that society’s chief concern should 
ye an attempt to build up a machine that will not periodically 
reak down and ruthlessly dump its occupants on the road- 
ide. But along with an unremitting search for causes of and 
emedies for the calamities and diseases of our civilization 
ust go adequate methods of relieving the victims until we 
an find and eradicate the causes. Indeed, when an evil itself 
overwhelming and methods of eliminating it do not lie in 
he immediate future, it may be necessary to center on relief 
r the time being. Some evils are so entangled with vested 


t Industrial Relations, Vol. 3, Nos. 11 and 12, November and December, 
932, p. 619. ’ 
[1] 


interests of one kind or another that mental and moral revo 
lutions are necessary to accomplish their elimination and s 
revolutions do not come about overnight. One may say that 
history has demonstrated that a large proportion of human 
suffering is due to this fact which we now recognize as “cu 
tural lags.” 

Since human beings are slow in adjusting their social andy 
economic institutions to the advances of the physical scienceal 
and of technology it seems defensible to provide for the relic 
of suffering caused by such maladjustments. The problem . 
then, in our present predicament is to find the best ibleh 
method of relief, at the same time not relaxing our for 
“cure” unemployment. 

Unemployment has affected roughly 30,000,000 persons i 
the world today. In the absence of any accurate method c 

> obtaining unemployment figures in the United States it i 
estimated by authorities that about 12,000,cco persons 
now involuntarily out of work in this country. But one of 
popular fallacies is that this social pl is present only it 
periods of depression, whereas the truth of the matter seer 
to be that it is now a permanent problem. In the most acti 
days of our Boom Era there were over two million able-bodi 
persons who wanted jobs and could not find them." The t 
__ tile and bituminous coal areas furnished plenty 
“unemployment and underemployment 
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sloyment is 7of a merely, temporary phenomenon but a prob- 
em that is always with us. Nor does any possibility of stamp- 
ng it out loom large on the horizon of an increasingly tem- 
destuous world. 

We must accept unemployment, then, as inevitable in a 
social order in which less attention is paid to social stability 
‘han to the latest models of automobiles and radios. If in- 
security is the price we pay for technological “progress” in a 
Tee competitive society, it follows that we must devise 
Sermanent machinery for handling the problem, unless we 
choose the alternative of controlling the progress through a 
more planful society. 

There can be little doubt that our hand to mouth methods 
of relieving the distress due to unemployment have been highly 
insatisfactory.’ In the first place, because we have no policy 
and no systematized methods for handling this ever present 
sroblem, we pretend that it does not exist in periods Of pros- 
derity. As a result the groups and individuals who are invol- 
intarily unemployed during such periods suffer unnecessarily. 
in the second place, when we experience a depression we have 
0 set up emergency methods and use emergency staffs. To- 
lay, for example, witness the tragic fumbling in many locali- 
‘ies partly because of uncertainty of the source of future funds 
ind partly because of the inherent weaknesses of emergency 
nethods. Case work organizations have in many places been 
ibsorbed in doling out alms. Charitable organizations and re- 
ief workers who have worked hard and unselfishly under all 
ut overwhelming circumstances deserve commendation. But 
many of these workers are increasingly aware of the inade- 
juacy of our methods of relief. They realize they are treating 
is ““cases”’ persons who should be treated as the victims of a 
wurricane with which their personal qualities have had no 
sossible connection. A person thrown out of work by the hap- 
iazard dislocation of industry is no more a “‘case” than the 
nan who happens to remain at his machine. However, as time 
foes on and the unemployed man is idle for a long period it is 
nly too true his morale becomes so lowered that he frequently 
yecomes a “‘case.”” Even after we had leaped what for a time 
eemed to be an insurmountable hurdle, viz., the prejudice 


3 American Labor Legislation Review, January, 1933, p- 119. * 
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against tapping federal funds, we had not obviated the diff 
culties in regard to putting the able-bodied involuntarily u 
employed on a self-respecting basis for at least the first fi 
weeks of unemployment. 

The New York Times of January 30, 1933, carried a report 
that Newton D. Baker, Chairman of the National Citize: 
Committee of the Welfare and Relief Mobilization, had ap 
pealed in the form of a letter to forty-two Legislatures now 
session and to the Governors of these States to and ¢: 
tend funds for relief of the unemployed, in the face of rapid 
exhaustion of private and communal relief sources.4 Mr. Pde 
ward Ryerson, Chairman of the Illinois Emergency Relie 
Commission, in his report on January 25, 1933, to the legisl: 
ture of Illinois, estimated that $92,000,000 of state or federal 
funds will be required for state-wide relief this year. The re 
port stated, 

The number of destitute persons in the State has continued to 


crease, and the of iding relef has assumed tremendc 
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Dr. Persons thinks that a conservative estimate of appro- 
priations from state funds for relief purposes would be 
$200,000,000. Because it is impossible to say now how these 
funds will ultimately be distributed it cannot be determined to 
what extent this sum should be considered as an addition to 
that reached in calculating relief expenditures by cities and 
other local subdivisions. In any case it is unquestionable that 
state administrations “have been driven to support local relief 
expenditures on a large scale.” 

Federal monies provided for the emergency construction of 
public works and the money advanced to states for the relief 
of the unemployed are not included in the figures given.’ 
Millions of bushels of wheat and hundreds of thousands of 
bales of cotton have also been distributed, and enormous sums 
have been spent on lodging and feeding transient men. Dr. 
Persons concludes that the costs of unemployment are rapidly 
increasing. He says: ‘ 

The increasing urgency of want and destitution has routed our 
relief forces from the first defense line constituted by reliance on 
private savings, and private charity supplemented by local public 
agencies. It has broken through the second line reconstituted by 
financial bulwarks provided from state treasuries. In certain states, 
of which Illinois is first, the leaders of the relief forces can already see 
the failure foreshadowed of the private, local, state and federal funds 
30 far made available. Our relief expenditures have reached mag- 
ificent and staggering totals. Yet our success in meeting the emer- 
zency of unemployment need is not great. Our choice is between 
he haphazard, character destroying American dole system of chari- 
able relief and the systematic organization of unemployment re- 
erves or insurance funds as a bulwark to the self-respect of our 
orkers and of our nation.’ 


The advocates of sweet charity have about faded out of the 
icture in this the year of our Lord 1933, after nearly four 
ears of holding the hat. I repeat “about,” for every country 


8 Dr. Persons reported in December that “The last available reports show 
nearly 77 million dollars so spent through November 30, 1932, to 33 states 
d 2 territories.” Illinois at that time had borrowed the largest amount, 
25,240,000. (Paper delivered at a joint session of the American Statistical 
ssociation and the American Association for Labor Legislation at Cincin- 
1ati, Ohio, by Dr. Charles Persons, December 30, 1932.) 


9 Ibid. ‘ 
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still has its quota of those who give with pleasure and 
taxed with pain. The nal joy which many seneag derive 
from the sensation of giving out of their surplus to a 
who would starve but for their beneficence is a joy hard to 
forego. Said Hannah More in 1801 to the starving women c 
Shipham, England, 

Let me remind you that the scarcity of food has been permitted 
by an all wise Providence to show the poor how immediately they 
are dependent on the rich. . . . . We trust the poor im general, espe 
cially those that are well instructed, have received what has been 
done for them as a matter of favour and not of right.” 


Said the Chicago Tribune in an editorial on November 9, 1932 


The recipients of unemployment relief are objects of charity. . . . 
Money has been given them not because the victims have a right tc 


Jim had six. Some days sentimentality prevails to a greater 
degree than others but most establishments furnish an inter- 
esting example of conflicting emotions and behaviour at times 
when the working forces are reduced. Naturally at a time like 
this, when unemployment has cut such a wide swath through 
the fabric of the entire industrial world, when whole plants 
are shut down, there can be no question of any selective 
process which throws out the less efficient. Nor do inventions, 
with their lightning like descent, intuitively select only the 
lazy and inefficient as their victims. 

The facts, then, that involuntary unemployment exists in 
good times as well as bad, that our economic machine plunges 
periodically like an avalanche into valleys of gloom and 
despair after poising for awhile on an illusory mountain top, 
that it takes with it helpless victims who have done nothing 
'to bring misfortune on their heads; these facts surely furnish 
all the argument needed for the most humane and effective 
treatment of the victims. 

That these victims should have provided for themselves 
‘through the proverbial saving for the “rainy day”’ is, in the 
‘face of the actual earnings of thousands of workers and in the 
face of their lack of protection against the hazards of sickness, 
old age, bank failures and other calamities, a moth-eaten 
‘argument™ which should be relegated to the discard along 
with the fallacy that this is still a pioneer period and the 
Calvinistic faith that God will prosper the virtuous. 


IJ. WHAT IS A DOLE? 


Probably the most effective weapon of attack on proposals 
to establish unemployment insurance for the involuntarily un- 
employed in this country has been to use a word which seems 
to have the unique power of causing as many chills to play up 
and down the spines of the timid as certain other words 
burdened with connotations they ill deserve. That word is 
dole. It is used, as a rule, wholly incorrectly, sometimes by 
persons who maliciously and purposively wish to damn un- 
employment insurance by that small but powerful word and 
at other times by the stupid and ill-informed who are addicted 


2 Paul H. Douglas, Standards of Unemployment Insurance (Chicago: Uni- 
versity of Chicago Press, 1933), pp. 11-14. ’ 
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to expressing opinions concerning things of which they know 
little or nothing. 

Now a dole is supposedly something a person gets for 
nothing, something involving no system, no contract nor re- 
sponsibility declared or undeclared. In plain and simple 
terms, it is a charitable gift. When we have said that, we 
have described what has been going on in every corner of the 
United States during this entire depression and every preced- 
ing depression. We have been “doling” out rations, moncy, 
gifts of one kind or another to the unemployed and while we 
have been doling, we have been shuddering at what we are de- 
termined to call Britain's “dole.” 

One should not be scornful of persons who find the British 
unemployment insurance scheme intricate. But perhaps it is 
not out of order to scorn those who condemn it when 
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During the war the scheme was extended to cover munition 
workers and certain trades chiefly engaged on war services. In 
1920 it was extended to the great majority of industrial work- 

ers, excluding agricultural and domestic workers, and a few 
other groups, as well as to clerical workers earning less than 
approximately $1250 a year.% Although the arrangement was 
) retained whereby benefit was limited in duration and definite- 
| ly related to contributions, the scheme was established such a 
| short time before the depression set in that numbers of work- 
ers had no opportunity to pay in the required preliminary 
) contributions before they were out of work. It was because of 
}the “prosperity-is-just-around-the-corner” theory that un- 
jemployment benefits continued to be paid to such workers as 
)well as to many who had exhausted their right to them 
) through the contributions they had paid into the fund. “Un- 
)covenanted,”’ later called “‘extended” benefit, and later still 
“transitional” benefit, gave persons who like to use the word 
| “dole” plenty of opportunity to do so. Carrying large num- 
ibers of cases of this sort along with the workers who were 
‘technically entitled to unemployment insurance put things in 
_a bad mess and finally, the unemployment insurance fund had 
ipiled up a debt to the National Exchequer to the tune of 
?115,000,000 pounds. The Royal Commission on Unemploy- 
|ment Insurance which, in November, 1932, handed in a report 
ibased on two years of extensive investigation, said: 
The growth of the numbers of persons receiving benefit as of right 
under the relaxed contribution conditions but outside the insurance 
tscheme is shown in the following table which includes, for purpose of 
comparison, particulars of the numbers of unemployed persons on 
the Live Register:™4 


Number Estimated Numbers on Live 
to be in Receipt of Register (at End 


Transitional Benefit of Month) 
PSMOATY, 1929s ro ekite ee 120,000 1,394,000 
DetoRer 212925345 sian 130,000 1,234,000 
BRepruary) 29j00s5 se ess 140,000 1,539,000 
DAY 1990. estes eee 300,000 1,770,000 
EAT Ufo one esi telng Pete 410,000 2,507,000 
Oetaherstost ee yo 526,000 2,726,000 


3 At the rate of exchange of that time. 
4 Royal Commission on Unemployment Insurance, Final Report (Lon- 
lon: H.M. Stationery Office). Cmd. 4185, p. 29. - 
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From the beginning of the scheme through 1931 the uneme 
ployment insurance benefits financed by premiums paid inte 
the fund by workers, employers and the government 
82.§ per cent of the whole. Only 17.5 per cent were paid out 
extraordinary appropriations and loans from the government 
However, the debe of the fund to the government was increas 
ing, due to the numbers of transitional benefit cases and j 
consequence persons who were thus classified were removed i 
October, 1931, from the insurance scheme. Critics who love tf 
roll the word “dole” on their tongues are not cognizant of ¢ 
fact that a large number of British workers is covered t 
insurance and that only “transitional benefit” cases are ne 
paid out of the national treasury and on the basis of need! 
The introduction of relief om the basis of need or a “nee 
test,”* for British workers who have exhausted their right 
bona fide unemployment insurance, has caused a good deal 


| from the unemployment insurance fund should continue to be 
| handled on the basis of need but quite apart from the poor 
» relief cases and by local committees serving under the national 
) authority of the Minister of Labour. 

After two years of intensive study of all these years of ex- 
perience with the British scheme the Royal Commission came 
out flat footedly for maintaining the principle of insurance for 
) the first line trenches, supplementing the insurance scheme by a 
} more adequate system of relief for the long time unemployed, the 
' “surplus” or “permanently unemployed,” the persons who 
) either for industrial, economic and political reasons or for 
4 personal reasons are not technically qualified to receive un- 
} employment insurance benefits. They recommend among 
other things that certain changes be made in contributions 
, and benefits and in conditions for the receipt of benefit. At 
| present the weekly rates of contribution to provide benefits 
) for an adult male worker are (according to exchange rates 
} Feb. 2, 1933): 

By Worker By Employer By Exchequer 
$.14 $.14 $.14 

) and an adult male worker can draw in benefit $2.54 a week 
» and an adult female worker $2.20. There are various grada- 
I tions in both contributions and benefits for the different 
groups, according to age and sex. The waiting period, before 

an unemployed worker who has paid in the necessary pre- 
} liminary contributions can draw benefit, is a week and dura- 
| tion of benefit is for twenty-six weeks. 

This is the barest skeleton of the British unemployment 
insurance scheme and in the limited space of this pamphlet it 
} would be impossible to describe in detail the various safe- 
guards provided for checking the worthiness of applicants and 
other features of the scheme.® The accusation that the Brit- 
ish scheme encourages malingering is best answered by a ref- 
erence to the sample studies which the British government has 
made and which have shown a negligible percentage of ma- 
lingerers.?9 If equally careful studies were made of persons re- 


% Mary B. Gilson, Unemployment Insurance in Great Britain (London: 

G. Allen & Unwin Ltd.; New York: Industrial Relations Counselors, 1931), 

p. 106-11, 460-62. Sir William Beveridge, Unemployment, a Problem of 
Industry (London: Longmans, 1930), pp. 277-82. 
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ceiving relief in the United States today a far higher percent- 
age of malingering would in all probability be disclosed. No 
law nor social institution can be entirely free from the imposi- 
tions of the slick and sly but it is sometimes amusing to see 
persons who are quite conscienceless about evading income 
taxes and United States customs shiver at the thought of a 
British worker occasionally cheating to get unemployment 
benefit. 

The morale of the worker who does something to earn his 
relief is in general better than that of the worker who passively 
accepts. But many persons oversimplify this problem. The 
argument that workers should be provided with some sort of 
work in order to prevent demoralization is “seductive,” as 
Dr. E. M. Burns says. “But,” she adds, “reflection 
both theoretical and practical limitations. In the first 
setting the unemployed to work in this wa ily in- 
volves an expenditure considerably greater + would be re- 
= merely to maintain the unemployed. Experience in- 

tes that the payment to the relieved must ap- 
fromimate more closely to the current rates of wages than must 
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At this stage we think it necessary to comment on a calumny 
) which has gained some currency both here and overseas about the 
| quality of the unemployed. A misunderstanding, so obstinate in cer- 
» tain quarters as to appear deliberate, of our whole system of unem- 
| ployment insurance, an attitude summed up in the word “‘dole,” has 
} created an impression that the unemployed are unemployable, that 
' they could easily find work if they wished, but that they prefer to 
live in idleness on money derived from the State. The misconcep- 
tions in this attitude are so obviously absurd to anyone who studies, 
| however cursorily, the industrial history of the last few years that we 
‘ should not have thought it necessary to refute them had we not been 
struck by their prevalence in some quarters in the Dominions and 
| by the damage that they cause to our people. The Unemployment 
} Insurance scheme is a contributory scheme to which the workmen of 
‘this country contribute, out of their wages, one-third of the total 
»cost. No unemployed workman can draw benefits under the scheme 
| unless he satisfies stringent conditions—among others he must show 
*that he is genuinely seeking work. Every impartial body that has 
+ examined this scheme, notably the committee under the chairman- 
‘ ship of Lord Blanesburgh which reported in 1927, has found that the 
jallegations of general abuse are without foundation. The body of 
j unemployed is not a standing army of vagrants and loafers, but a 
| number of genuine industrial workers whose composition is constant- 
ily changing. There are of course, “‘work-shy” among them, as there 
i. in every section of society, and in every country, but for the 
| most part the unemployed are, at any time, a fair sample of the whole 
body of the industrial work people of this country.” 


| Through the years, since 1911, Great Britain has hammered 
out her scheme on the anvil of experience, changing here and 
changing there, sometimes for the better and sometimes for 
the worse, but always with the keen eyes of experts watching 
and analyzing the effect of every change. For this reason we 
are greatly indebted to Great Britain for boldly experiment- 
ing and showing us where pitfalls lie. She has seen the impossi- 
bility of burdening an unemployment insurance scheme with the 
relief of chronic unemployment. Insurance was not a fit vehicle 
to carry the burden of persistent unemployment in declining 
industries which formed such a large proportion of Britain’s 
unemployment between 1923 and 1930. As a distinguished 
British economist, Henry Clay, said in the recent report of the 


at Great Britain Ministry of Labour—Industrial Transference Board, Re- 
port, 1928 (Cmd. 3156). ‘ 
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Royal Commission on Unemployment Insurance mentioned 
above: 

Our recommendations are designed to relieve the scheme of this 
burden of chronic unemployment; they therefore render it safe to im- 
pose upon the scheme the full burden of temporary fluctuations in em- 
ployment.” 


However, Mr. Clay justifies wenger, Se the part of the 
unemployment insurance fund from the National Exchequer 
at times of great stress as a means of modifying the severity 
of the fluctuations of the business cycle.” In advocating this 
he says: 

The essence of insurance is the spreading over a long period of f 
time an expense which would be crushing at the time the need for § 
it occurred if no such provision were made; its function is to average 
abnormal expenditure over a period in which normal income can 
meet it.*. .. . Thus an incidental but not unimportant social func- 
tion of a well constructed unem t insurance scheme is te 
moderate the amplitude of industrial fluctuations. Its in 
ence cannot be great; ens en oe 
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Il]. UNEMPLOYMENT INSURANCE IN 
OTHER COUNTRIES 


Great Britain was the first country to establish a national 


+ compulsory unemployment insurance scheme. As we have 
| said, it was the outgrowth of dissatisfaction with existing 


ways of relieving distress due to unemployment. At present 


; eighteen countries have adopted insurance to meet this hazard. 


Approximately 35,000,000 workers are covered by compulsory 
insurance and 3,000,000 by voluntary insurance including 
trade union benefits supplemented by government subsidies. 
Next to the British scheme in size and importance is the Ger- 


} man scheme, established in 1927. It, too, has been in opera- 


tion during a period of unprecedented depression and has 
consequently been subject to extraordinary buffeting. It 
comprises not only a set-up for ordinary unemployment in- 
surance, but also for “emergency” or extended unemployment 
benefits and for welfare support or what we would’ term “re- 


_ lief.” Benefits are graduated according to average earnings 
+ of eleven wage groups. The duration of standard benefit is 


twenty weeks except in the case of insured persons with 
means, who are entitled to benefit only during 36 days.” 
The most significant thing about all the unemployment 
insurance schemes in other countries is that authoritative 
opinion is invariably favorable to the principle. By authori- 
tative opinion one does not mean the passenger on a trans- 
Atlantic boat who regales his fellow passengers with the story 
of someone who knew personally someone else who knew per- 
sonally a lazy chap who preferred the “dole” to a job. Like 
any other institution subject to controversial attack, such 
as marriage, prohibition and the eternally recurring question 
of the delinquencies of the latest generation, unemployment 
insurance suffers from the human tendency to generalize. 
Only by an honest and objective review of factual material 


and authoritative opinion based on wide experience and im- 


27 The communal authorities have power to decide on the state of need. 
The criterion is based on the principle of family resources, and no relief is 
granted as long as the income of one of the persons living in the household is 
sufficient to provide a minimum of subsistence for the individuals of which it 
is composed. Unemployment Insurance and Various Forms of Relief for the 
Unemployed (Geneva: International Labour Office, 1933), p- 155. 
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partial judgment can any fair estimate be made. For example, 
one may find superficial magazine articles based on a running 
acquaintanceship with the British unemployment insurance 
scheme, which may or may not be adversely critical. But no 
one who has made a thorough and exhaustive study of it, 
comparing it with far less satisfactory preceding methods of re- 
lieving unemployment in England and far less satisfactory con- 
temporary methods of relieving unemployment in the United — 
States, has condemned the principle of unemployment insur- | 
ance, 


IV. ATTITUDES AND ACTION IN THE 
UNITED STATES 


Various ja to introducing unemployment insurance 
in the United States have been made. In the first place, we 


and machinery during times of depression. But what 
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)pression eats into their funds it is obvious that these indi- 
vidual plans can have little effect on the problem of providing 
‘relief for ten or twelve million unemployed. It is worth noting 
ithat progressive employers who have tried to “work’’ plans 
of their own acknowledge the necessity of compulsory legisla- 
jtion if there is to be any adequate coverage of workers. They 
‘realize that our anachronous American philosophy of indi- 
vidualism cannot possibly meet the situation.* 

Another monkey wrench thrown into the machinery for 
‘compelling provision by legislation for the involuntarily un- 
temployed has been the opposition of the rank and file of 
“manufacturers. Sometime perhaps a Hall of Fame will be 
yerected to honor manufacturers who have supported any 
“measure enacted for the purpose of improving the lot of the 
jworker. Robert Owen would have a place there. So would the 
jEarl of Shaftesbury and a few other brave men who dared 
ito desert their backward and selfish fellow employers in the 
interest of the worker. Today, too, one finds occasionally an 
temployer who is sufficiently interested in protecting workers 
ifrom exploitation to appear in legislative councils in the inter- 
est of shortening hours of labor or supporting some other piece 
‘of labor legislation which would not undermine and destroy 
‘society as his associates claim.”” Business men and industrial- 
fists are much like doctors and lawyers—most of them are 
‘desperately afraid of being mavericks. It is so much more 
icomfortable to stay with the herd. And so, down through the 
dismal history of the exploitation of workers during the indus- 
itrial revolution of the 18th and 1gth centuries and this even 
more terrifying industrial revolution of the 2oth century, one 
nds the rank and file of employers organizing opposition to 


28 Mr. Henry Dennison, of the Dennison Manufacturing Co., wrote to 
‘the author of this pamphlet on February 1, 1933, “I do acknowledge, by 
. force of all American experience beginning in 1915 and greatly intensified in 
tthe past three years, that compulsory unemployment measures are necessary 
if we are to have more than 2 per cent coverage of American employees. We 
ave no grounds to believe voluntary efforts would go beyond that.” 

29 For example, Mr. Henry Dennison of the Dennison Manufacturing 
Company, and Mr. Ernest Draper, of Hills Bros. Co., have appeared before 
jseveral legislatures and the U.S. Senate in behalf of compulsory unemploy- 
ment insurance. Mr. Edward A. Filene appeared before a select committee 
of the 72d Congress to support compulsory unemployment insurance, as 
proposed in S.Res. 483, 71st Congress. r 
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every form of legislation enacted for the protection of workers. 
The first labor law in England provided that children under 
nine years of age could not work over twelve hours a day in 
cotton mills and it was considered viciously radical and sub- 
versive by the majority of employers. Each generation looks 
at such acts passed in another age as obviously good, but cer- 
tain groups of manufacturers, notably the National Associa- 
tion of Manufacturers, almost automatically rise up in pro- 
test against any legislative measure proposed today in the 
interest of improving the status of the worker. So it is to be 
expected that employers in general will oppose the introduc- 
tion of unemployment insurance just as they opposed the in- 
troduction accident compensation. It is also to be expected 
that while their opposition will be troublesome, it will onl 
retard and not prevent the introduction of unemployment 
insurance just as in the past it only retarded the law prevent 
ing children under nine hats working over twelve hours a day. 

Until lately the American Federation of Labor has of 
posed unemployment insurance, but at the annual conferenc 
of November, 1932, this policy was reversed.” This is a 
nificant s » for the Gompers tradition was against legal 
provision of anything which a militant trade unionism could 
provide for itself by its own weapons. In both 
America a considerable number of trade unionists would [i 
to have the unions provide all the to their memb 
such as health benefits, out-of-work ts and old 
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did not take very long to break down opposition to federal 
relief; some of the states which were loudest in their opposition 
‘are now gladly reaching out their hands to the Reconstruc- 
tion Finance Corporation. In like manner, opposition to un- 
employment insurance will fall away as present sources of 
relief are exhausted and already unsatisfactory methods of 
testing for “need” become, in the face of overwhelming num- 
bers, less and less adequate. 

The first state to propose unemployment insurance legis- 
lation was Massachusetts in 1916. Since then numerous bills 
have been proposed in various states. In the special session 
of 1931 the Wisconsin Legislature enacted an unemployment 
‘insurance law with the provision that it should become con- 
ditionally compulsory July 1, 1933. If by June 1, 1933, the 
employers (many of whom had declared they would prefer to 
establish their own “voluntary” plans) of not less than one 
hundred and seventy-five thousand employees have volun- 
tarily established plans complying with standards prescribed 
by the state, the compulsory system will not take effect. 
Otherwise, it will go into effect on July 1, 1933. This plan pro- 
vides for contributions by employers only. 

Following a conference on unemployment insurance, called 
‘by Governor Roosevelt, a commission was appointed by the 
governors of Connecticut, Massachusetts, New Jersey, New 
York, Ohio and Pennsylvania to report on compulsory unem- 
ployment reserves. On February 14, 1932, they reported in 
favor of establishing such reserves. In the Seventy-second 
‘Congress Senator Wagner introduced bills providing for the 
encouragement of compulsory legislation by states. This was 
to take the form of permitting employers to deduct a portion 
of the payments they made to reserve funds when paying 
their income and corporation taxes. Bills based on the Inter- 
state Report advocating compulsory reserves are being intro- 
duced in Massachusetts, Connecticut, New York, New 
Jersey, Pennsylvania, Indiana, Michigan, and several far 
western states.** The California bill is very similar. This 


3t The American Labor Legislation Review, December, 1932, pp. 125-35. 
Other states have appointed commissions to study and report on unemploy- 
ment insurance. The bills based on the Interstate Report stress the strict 
limitation of the financial responsibility of employers and the avoidance of 
government contributions. in its report the Interstate Commission says, 
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ought to insure a large degree of uniformity in state legisla- 
tion. 

The Ohio bill, introduced in the State Legislature in 
January, 1933, provides for a reserve fund to be maintained 
by contributions from the employer amounting to two per 
cent of his total payroll and from employees amounting to one 
per cent of their weekly earnings. vision is made for re- 
ducing or increasing employer contributions according to the 
merit rating established by experience. This is in accordance 
with industrial accident compensation laws and is designed to 
distribute the cost of insurance more equitably and provide 
incentive for stabilizing work and preventing unemployment 
as far as such a relatively unimportant factor in employment 
stabilization can aid in prevention. Benefits are not to be 
paid until after a three weeks’ waiting period and will amount 
to fifty per cent of the unemployed man’s “normal weekly 
wages,” not to exceed $15.00 a week. Benefits would be pay- 
able not more than 16 weeks and only after a worker had paid 
in contributions for 26 weeks during the twelve months 
ceding his application, or for a period of forty weeks i 
two preceding years. Administration is provided for 
a tment of an Unemployment Insurance Commission 


of the Senate. 
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of the burden of supporting able-bodied unemployed.” This 
is a far cry from the demand of the Independent Labour 
Party of Great Britain which insists the state should bear the 
entire burden of caring for able-bodied unemployed.? The 
Ohio Unemployment Insurance Commission stresses the place 
of charity as distinct from unemployment insurance, in deal- 
ing with the unemployed, stating that “Insurance is designed 
to help those who are normally self-supporting to remain self- 
supporting” and assigning workers who are physically and 
mentally deficient, certain classes of casual workers and others 
who do not properly fall in the insurance categories to charity, 
public and private. The Commission points to the fact that 
by relieving the charities of the burden of caring for the majority 
of unemployed workers (who are victims of industrial depres- 
sion and should therefore not be recipients of charity) they 
are making it possible “for case workers to deal much more 
efficiently and effectively with the unemployable and partially 
employable.” 

The Ohio Chamber of Commerce published in December, 
1932, a “Critical Analysis” of the Report of the Ohio Com- 
mission on Unemployment Insurance.* As its contents are 
rather typical of a certain type of American response we 
quote from it at some length: 

Your committee at the outset is impelled to express its resentment 
at the impudent challenge hurled at us by foreign propagandists and 
their American echoes ““What have you to offer?” 

America has America to offer. We offer the American System. 
We offer a country that has met this crisis, fed its people, prevented 
suffering and preserved order and maintained mutual goodwill better 
than any other country anywhere else in the world. The American 
dollar is worth 100 cents in gold. The bonds of the United States 
are as good as gold. Our banking system has been preserved by wise 
legislation. Our economic structure is intact. Our workmen, refus- 
ing to be beguiled by Communist agitators imported to wreck our 
institutions, have been grim, patient and patriotic. Factories have 


# J. M. Keynes holds that in a catastrophic depression such as this one 
raising relief funds from industry depresses enterprise more than if it were 
taken from general taxation. Dr. E. M. Burns questions this if applied to the 
United States, however applicable it may be to Great Britain with her differ- 
ent methods of taxation. 

33 Ohio State Chamber of Commerce, Critical Analysis of the Report of the 
Ohio Commission on Unemployment Insurance (Columbus, December, 1 932). 
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staggered employment, rearranged time schedules and drawn 
their reserves to extend work. The family has functioned, relatives 
helping relatives. The neighborly spirit has functioned, neighbors 
helping neighbors. Community funds have functioned in which those 
who have, have given to those who have not. And as a last resort 
where necessary, public charity, an institution as old as our civiliza- 
tion, has functioned. 
All this sublime manifestation of a vigorous civilization meeti 
a crisis in the full flower of its strength is dismissed by the Ohio Com- 
mission on Unemployment Insurance as “unscientific.” When were 
Christian charity, family love, neighborly kindliness, and human 
brotherhood scientific? Spare us the day when our civilization is re- 
duced to the cold level mS pete formula... . . Instead of indict- 
ing our institutions, we should offer up a thanksgiving for the bless- 
ings of our country." 
We take for granted that the readers of this pamphlet are 
not unacquainted with the actual conditions in our country 
ay and that, pert perme they recognize that “charity, 
family love, neighborly kindliness and human beotiovecedll 
“a have definitely broken down as means of caring for the grow- 


knowledge the benefits of our state 
; laws, stating that these laws substitute for “inde 
personal » an equitable schedule of benefi 
ability, death or injury.” They forget to state that 


_ Was not a state in the union where organized of m 
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economic order and strikes a blow at the fundamentals of our Ameri- 
can institutions.37 


The Ohio Manufacturers’ Association has just sent out a 
pamphlet from which we quote: 
This contemplated legislation is the most serious that has ever 
_ been considered by this government. Besides it the decision to go to 
_ war, to annex the Philippines, and to condone slavery, pale into in- 
significance. The country’s future will rest on the decision. Once 
taken, the step cannot be retracted. No people can go from socialism 

' to individualism (sic) without a dictator and bloody revolution. 
Human nature does not make this step of itself. 

It may be that this government cannot continue to exist. No pure 
democracy ever has. It is, however, the duty of all who love their 
country and its history to be willing to lay on the altar of sacrifice 
_ the devotion and work necessary to keep it from wrecking itself as 
long as possible. There is always a chance that education of the 
_ average man may proceed faster than the rearing of wish-thinkers. 

I should be a poor citizen if I did not do my best to assist in warding 
_ off this cataclysm. 


These familiar arguments of organized employers in regard 
to social legislation answer themselves. Although we are 
|not given to prophesying, it does not take a very daring 
prophet to predict that, after an inevitably long, wearing and 
finally successful struggle, unemployment insurance will be 
_adopted by Ohio and the employers will forget their opposi- 
tion to it just as they now forget their opposition to the sub- - 
stitution of a more just system of compulsory accident com- 
pensation for the old “time honored principle of freedom of 
contract.” 


V. OPPOSITION AND PROBLEMS TO BE MET 


One cannot leave this subject without adding that the 
Ohio Chamber of Commerce Committee brings forth the 
usual argument against all state labor laws, “It would drive 
industry out of Ohio unless adopted by neighboring states. 
If adopted at all in the United States, it should be by federal 


37 Ibid., p. 6. 

38 Discussion of the Ohio Unemployment Insurance Bill Recommended 
by Governor’s Unemployment Commission. By J. F. Lincoln, President of 
The Lincoln Electric Co., Cleveland. Printed and distributed by The Ohio 
Manufacturers’ Association (Columbus, Ohio, February, 1933). 
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law so as to operate uniformly throughout the nation.” If 
the organized employers of the United States would lend their 
influence toward developing the kind of sentiment throughout 
the country which would hasten the day when well considered 
federal labor laws would be likely to jump the constitutional 
hurdle, the suggestion regarding a federal law might furnish 
a promising approach to the problem of unemployment insur- 
ance. It does not follow, of course, that because two national 
child labor laws have been declared unconstitutional such a 
law can never pass. Times change, legal arguments change, 
the personnel Bt sot changes and we know that laws which 
have been declared unconstitutional at one time later receive 
constitutional approval. However, considering the fact that 
much education on the subject of federal laws is still needed 
and considering the immediate need of systematic unemploy- 
ment relief backed by compulsory legislation it is both more 
expedient and more practical to aim for state laws at the 
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the national government may be active in stimulating and 
backing unemployment insurance.* 
Aside from the difficulties in regard to interstate competi- 
tion, other problems in relation to unemployment insurance 
are given an exaggerated importance. For example, op- 
ponents insist that unemployment cannot possibly be an in- 
surable risk. This seems to be an academic red herring even 
though its parentage cannot be traced to academic cloisters. 
It is unquestionable that the incidence of the risk shows great 
variations, that unpredictably severe depressions furnish 
serious hazards and that it is impossible to calculate rates on 
an “‘actuarially sound” basis from experiential data. Even if 
we acknowledge the truth in these observations it should be 
observed that life, health and other forms of insurance first 
had to be tried in order to make the data available with 
which “actuarially sound” modifications could from time to 

time be made. Moreover there is a large body of employment 
and unemployment data now available which would enable 
some states, at least, to compute fairly accurately the amount 
_of contributions necessary in order to provide a given amount 
_of benefits, with restrictions as to preliminary employment in 
the state, waiting period, duration of benefit, and other re- 
quirements for the receipt of benefit. It should be kept in 
mind that rates must be based on experience in many indus- 
tries, with large groups of persons, and over a long period of 
time in order to cover years of depression as well as prosperity. 
When one considers the unpredictability of epidemics, hurri- 
canes, floods, earthquakes, and other disasters against which 
insurance may be taken, it seems within reason to plan for 
unemployment insurance. It is primarily a matter of how 
much a group is willing to pay for benefits of a stipulated 
amount over a limited period of time. As we have pointed out, 
Great Britain discovered she could not afford to pay for the 
extension of benefits to the chronically unemployed just as 
many persons who carry accident insurance cannot afford to 
pay the higher premium for total disability. 


4 Paul H. Douglas, op. cit., pp. 44-47. 


4 The question of the insurability of unemployment is discussed in detail 
in Professor Paul H. Douglas’ excellent book, Standards of Unemployment 
Insurance, chap. vi (University of Chicago Press, 1933). 
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As to the question of how an unemployment insurance 
fund should be supported there is variance of opinion. In 
European countries the state usually makes some contribu- 
tion, although in Germany employers and workers support the 
“standard” benefit fund and the government, national and 
local, supports only “emergency” benefit funds. In Great 
Britain, as we have said, the state contributes to the insur- 
ance fund and pays the entire cost of the “transitional bene- 
fit” cases. The Wisconsin Act provides for contributions by 
employers only, which is also the recommendation of the 
Interstate Commission, composed of the representatives of 
the Governors of the States of New York, Ohio, Massa- 
chusetts, Pennsylvania, New Jersey and Connecticut. The 
Ohio bill provides for contributions from employees as well as 
employers.“ Much may be said both for and against contri- 
butions from workers.“ The chief ptomatbcsce such con- 
tributions is a psychological one, the claim being that workers 
have more self-respect when they help to pay for what they 
get. Against contributions by the workers we find it stated 
that such payments eventually come from industry and 

passed on to the consumer and that it is more practicable to 
avoid deductions from the pay en There is much to 
be said for federal contributions in the United States in ord 
to spur the states to action and also in order to insure some 
degree of federal supervision in the interest of uniformity 

_ excellence of practice on the ground that our federal govern. 
‘ment is in most cases more capable than our various 


premiums would probably play a small part. While it 
might be worth while to add this small factor, it may be even 
more important to observe sound insurance practice in 
spreading risk over as wide a number of contributors as 
possible, thus building up greater financial strength. It 
would be quite possible in any case, when sufficient data are 
accumulated through experience, to arrange for lower pre- 
miums for industries with good employment records and, in- 
deed, even for individual employers.* 

The Interstate Commission on Unemployment Insurance 
claims that by starting with an attack on persistent unem- 
ployment and irregularity of operation by providing for com- 
pulsory reserves by individual firms and groups of employers, 
“it should prove possible to assess responsibility for avoidable 
irregularity.”’ With this information secured they regard the 
possibility of formulating a more comprehensive plan more 
practicable than at present. This Commission claims‘that the 
pooling of reserves may result in perpetuating careless man- 
agement and, consequently, in a failure to spur employers to 

regularize employment. On the other hand, the Ohio Com- 
mission on Unemployment Insurance recommends a merit 
rating system, following the example of Workmen’s Compen- 
‘sation, but insists that separate reserve funds maintained by 
individual employers for their own employees conflict with 
the principle that sound insurance depends on covering the 
widest possible spread of persons subject to the risk insured 


45 The Final Report of the recent Royal Commission Report states, “It is, 
‘in our view, impracticable to provide within the scheme for differentiation 
between industries in the rates of contributions or rates of benefit or periods 
of benefit because of a risk of unemployment above or below the average. 
'.... So long as the scheme itself does not encourage unsound organization 
and undesirable methods of working, we are of the opinion that the best way 
of dealing with an industry which fails... . to make satisfactory arrange- 
‘ments for the engagement and employment of labour, is by measures out- 
side unemployment insurance.” (Report of Royal Commission, op. cit., p. 
176.) : 
4 Tt is interesting to note that the reason Great Britain discarded the pro- 
vision for refunding a portion of the employer’s contribution, according to his 
rating for keeping workers steadily at work throughout the year, was “partly 
because the actual financial effect was an appreciable additional charge 
rather than a saving to the Fund, and partly because the administration of 
the provision was found to be both difficult and expensive.” (Royal Com- 
mission on Unemployment, op. cit., par. 26, p. 17; pat. 303, Ps 172.) 
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against. The new Mastick Bill, proposed in the New York 
State Senate January 4, 1933, gives the Commissioner of 
Labor power to compel pooling cither by industry or by 
locality.? This makes it possible to arrange to cover the ir- 
regular trades such as the building and garment trades as well 
as small communities where a pooled fund would have obvious 
advantages. 

The question of coverage is largely one of protecting those 
workers least able to provide for their own protection; al- 
though some persons favor stretching the coverage to include 
fairly prosperous groups in order to spread the risk. It would 
probably be advisable to exclude non-manual workers carning 
more than $2,500 or $3,000 a year, government employees 
and others with fairly well assured steadiness of income, self- 
employers and certain other groups. Professor Paul H. Doug- 
las thinks it probably both advisable and necessary for po- 
litical and administrative reasons to exclude agricultural and 
domestic workers, although certain compromises might | 
effected when unemployment insurance was well under wa 
and other difficulties had been ironed out.“ The question of 
seasonal and part-time workers, age limitations and other 
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ployers and workers alike would do away with much of the 
‘certainty and chaos resulting from our American dole 
‘Siving. 

) Once more let us emphasize the importance of regarding 
‘inemployment insurance as a method, the best possible meth- 
id developed thus far, of relieving and not curing unemploy- 
ment. Efforts to devise a more smoothly coordinated eco- 
jhomic organization, geared more adequately to a civilization 
which has long since burned its pioneer bridges behind it, 
nust be unremitting. But, as we have indicated, it may be a 
sonsiderable length of time before such efforts are effective. 
}n the meantime we must seek better ways of handling relief 
)f the unemployed than our present highly unsatisfactory 
enes; unsatisfactory from the point of view of expense, of 
roving the worthiness of applicants and of preserving the self- 
sespect and morale of the involuntarily unemployed. The 
‘oncensus of authoritative opinion in countries which have 
edopted compulsory unemployment insurance is in favor of 
etaining it. The United States needs to supplant its chaotic 
stole giving by a dignified system of unemployment insurance 
ip insure the payment of benefits as a matter of right and justice 
‘» involuntarily unemployed workers for a stipulated period of 
ime. A supplementary system of relief on the basis of need 
would prevent the insurance system from carrying burdens 
90 heavy for it. The majority of workers, however, would 
»e carried by the insurance scheme and “case work’”’ treat- 
‘nent would be applied only to persons not qualified for bene- 
its under this scheme. It goes without saying that if case 
ork were necessary in only the second and third line trenches 
nd not in the first line trenches it could be far more effective- 
y applied than under the present overwhelming circum- 
tances. 

Finally, as a matter of simple justice, “It is possible,” says 
r. R. H. Tawney, the British economist, “‘for a society, by 
aking the fullest possible provision for common needs, to 
bolish, if it pleases, the most crushing of the disabilities, and 


e most odious of the privileges which drive a chasm across 
49 


49 R. H. Tawney, Equality (Harcourt, Brace and Co., 1929), p. 153. - 
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